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I. 

HOW  THE  PRECIOUS  METALS    BECAME   MONEY. 

The  term  "money"  is  used  in  different  senses;  but  it 
always  signifies  something  which  is  exchangeable  for  all 
other  articles  which  are  the  subjects  of  trade  or  commerce, 
and  may  serve  also  to  discharge  debts  or  liabilities  arising 
under  contracts. 

From  time  immemorial  the  precious  metals,  so  called,  gold 
and  silver,  one  or  both,  have,  by  the  common  consent  of 
civilized  men,  been  used  as  money.  There  are  numerous 
reasons  why  these  metals  were  universally  adopted  for  this 
purpose,  the  most  prominent  of  which  is  that  they  have  always 
been  deemed  desirable  and  highly  prized  as  possessions,  and 
as  having  a  value  equal  at  least  to  their  cost  of  production 
for  other  than  monetary  uses. 

These  metals  had  acquired  this  faculty  of  purchasing  com- 
modities and  paying  debts  in  all  parts  of  the  civilized  world 


4 

before  the  days  of  international  trade  or  commerce,  and  so 
came  to  be  used  as  implements  for  carrying  on  such  trade 
or  commerce. 

By  reason  of  the  value  universally  conceded  to  belong  to 
them,  these  metals  could  always  be  exchanged  or  converted 
into  other  commodities  at  the  valuations  assigned  to  them  as 
commodities,  based,  as  we  suppose,  chiefly,  if  not  wholly,  upon 
the  cost  of  production.  However  this  may  be,  they  came  to 
have  a  recognized  value  everywhere  exchangeable  for  all 
other  values  of  the  same  size;  and,  being  universally  used  as 
media  for  effecting  the  exchange  of  other  articles,  they  had 
become  "  money  "  in  fact,  though  not  perhaps  in  name,  before 
the  art  of  coinage  was  even  known  or  practised. 

That  was,  of  course,  the  day  of  small  things.  When  trade 
and  commerce  grew  and  became  international,  it  was  found 
necessary  or  expedient  to  adopt  some  mode  of  conferring  on 
these  metals  the  further  faculty  of  stating  their  own  value, 
not  by  a  statement  of  their  weight  and  fineness  alone,  but  by 
translating  these  qualities  into  terms  which  expressed  such 
value  in  the  language  of  the  monetary  notations  or  designa- 
tions of  each  country.  This  was  effected  by  coinage,  per- 
formed by  the  authority  of  each  State  or  government  for  the 
benefit  of  its  own  people,  and  therefore  supposed  to  be  intel- 
ligently and  honestly  done.  When  we  say  "honestly  done," 
we  mean  that  the  designation  of  monetary  value  affixed  to  the 
coin  was,  and  was  understood  to  be  the  same  valuation  rec- 
ognized by  the  commercial  world  as  belonging  to  that 
metal  at  the  time  (except,  perhaps,  the  cost  or  expense  in- 
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curred  by  coinage).  If  the  coinage  valuation  were  an  arbi- 
trary one,  and  known  to  be  so,  it  would  not  accomplish  the 
object  in  view,  but  would  tend  to  defeat  it,  as  it  would  put 
even-  person  to  whom  the  coin  was  offered  to  the  necessity  of 
determining  its  value  without  any  aid  at  all  from  the  mint. 

We  are  now  assuming,  of  course,  that  the  mint  stamp  on 
coin  is  simply  a  certification  of  the  value  which  belonged  to 
the  metal  at  and  before  it  was  shaped  into  coin,  and  commu- 
nicates no  value  to  such  metal,  except,  perhaps,  enough  to 
cover  the  cost  or  expense  of  assaying  or  stamping  the  metal. 

If  we  are  correct  in  this  assumption,  then  it  seems  to  fol- 
low that  coined  gold  or  silver  does  not  derive  its  exchange- 
able value  from  being  made  into  coin  at  a  certain  valuation, 
but  that  this  operation  renders  it  more  suitable  and  con- 
venient for  monetary  uses  by  impressing  upon  it  an  exact 
statement  or  estimate  of  its  commercial  value  in  the  cur- 
rency or  monetary  terms  of  each  country,  and  makes  it 
"  money  "  for  such  country. 

But,  while  coinage  cannot  and  does  not  impart  to  metal  the 
value  stamped  upon  it,  or  any  material  part  of  such  value,  nor 
enable  the  holder  to  obtain  more  for  it  by  way  of  trade  than 
he  otherwise  might,  yet  it  does  qualify  the  article  for  becom- 
ing a  measure  or  standard  for  computing  the  value  in  mone- 
tary terms  of  all  other  commodities  needing  or  seeking  to  be 
exchanged  in  th«  course  of  trade. 

This  last  is  the  chief  and  only  new  function  which  is  con- 
ferred on  the  precious  metals  by  coining  and  valuing  them. 
It  enables  them,  when  so  valued  authoritatively  as  "'money'1'' 


in  any  particular  state,  to  serve  as  means  or  instruments  for 
estimating  in  monetary  terms  the  exchangeable  value  of  all 
other  commodities,  and  so  to  facilitate  the  exchange  of  those 
other  commodities  at  the  rates  so  fixed,  without  the  necessity 
of  handling  the  coins  at  all  in  effecting  such  exchanges  of 
other  commodities. 

A  failure  to  discriminate  between  the  two  important  func- 
tions thus  performed  by  coined  money  has  probably  led  to 
some  confusion  and  difficulty  in  arriving  at  a  clear  under- 
standing of  the  subject. 

If  the  Supreme  Court  of  the  United  States  had  either 
understood  or  heeded  the  above  distinction,  it  can  hardly  be 
supposed  it  would  have  reached  the  conclusion  it  did  in  the 
Legal  Tender  Cases  (so  called),  in  which  cases  it  was  held 
that  Congress,  under  its  power  te  coin  money  and  regulate 
the  value  thereof,  might  exercise  that  power  by  issuing  Gov- 
ernment Notes  for  circulation  as  money,  and  fix  a  value  on 
them  equal  to  their  nominal  value,  and  by  so  doing  constitute 
them  lawful  money  and  the  equal  of  gold  and  silver  in  every 
respect. 

This  Legal  Tender  decision  is,  however,  sometimes  said  to 
be  based,  in  whole  or  in  part  at  least,  upon  the  authority 
given  to  Congress  to  borrow  money  on  the  credit  of  the  United 
States,  or  upon  the  borrowing  power  taken  in  connection  with 
that  of  coining  money. 

Juilliard  v.  Greenman,   1 10  U.  S.  Reports. 

We  do  not  see  how  these  two  totally  distinct  powers  can  be 


so  combined  as  to  yield  something  more  than  can  be  got  from 
either  of  them  separately.  The  word  "money"  in  these  two 
clauses  of  the  Constitution  is  employed  in  different  senses, 
and  this  seems  to  us  to  preclude  the  possibility  of  so  combin- 
ing the  two  powers  as  to  obtain  therefrom  a  third  power.  It 
is  obvious  that  the  word  "money,"  as  used  in  the  coinage 
clause,  means  such  money  as  is  composed  of  metal.  It  is 

equally  obvious    that    the   term    "money"    in   the  borrowing 

« 
clause  is  not  so  limited  in  its  meaning. 

The  power  vested  in  Congress  of  borrowing  money  "  on  the 
credit  of  the  United  States  "  is  much  broader,  and  would  un- 
doubtedly authorize  any  use  of  the  credit  of  the  United  States 
for  that  purpose  and  the  procurement  thereby  of  any  kind  of 
money  with  which  the  borrower  might  be  satisfied.  But  the 
exercise  of  this  power  of  borrowing  seems  to  imply  the  pre- 
vious existence  of  the  money  to  be  borrowed  and  loaned.  At 
the  time  of  the  passage  of  the  Legal  Tender  Acts  there  was 
no  metallic  money  in  circulation  in  the  United  States  to  be 
either  loaned  or  borrowed.  The  then  existing  State  banks 
had  suspended  specie  payments,  so  that  their  notes  had  ceased 
to  be  such  money,  and  gold  and  silver  coin  had  either  left 
the  country  or  gone  into  concealment  as  money,  and  become 
merchandise.  It  was  under  these  circumstances  that  the 
United  States  issued  its  Treasury  notes,  or  promises  to  pay 
money,  called  greenbacks,  and  undertook  to  impart  to  them 
an  exchangeable  value  equal  to  their  nominal  value,  and  thus 
to  convert  them  into  current  money,  so  that  persons  not  dis- 
tinguishing between  names  and  things  would  not  perceive  the 
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difference.  This  done,  the  people  were  forced  by  law  to  take 
or  purchase  the  notes  from  the  Government  and  pay  for  them, 
and  in  that  way  the  Government  had  exercised,  as  is  said,  its 
legitimate  constitutional  power  of  borrowing  money  upon  its 
own  credit.  The  obvious  reply  to  all  this  is,  that  these  Treas- 
ury notes  did  not  exist  as  money  at  all  unless  and  until  they 
were  so  created  by  the  Government  itself;  and,  if  so  brought 
into  existence  as  money  by  the  Government,  then  they  became 
"money"  as  soon  as  printed.  And,  while  they  still  remained 
in  the  hands  of  the  Government,  and  while  already  belonging 
to  the  Government  and  in  its  possession  as  progenitor,  they 
were  hardly  capable  of  being  borrowed  by  it  of  itself.  It  is 
scarcely  conceivable  that  the  framers  of  the  Constitution  had 
any  idea  that  the  power  of  borrowing  money  could  be  exer- 
cised by  the  United  States,  in  any  such  way  as  this;  and,  upon 
a  theory  of  construction  like  this,  which  confers  upon  the 
Government  the  power  of  creating  money,  it  would  never 
have  any  occasion  for  borrowing  it. 

II. 

TWO  DISTINCT  FUNCTIONS  PERFORMED  BY  COINED  MONEY. 

We  have  stated  that  the  mere  act  of  striking  coins  by 
machinery  does  not  add  anything  to  the  value  of  the  metals  as 
media  of  exchange,  but  only  facilitates  their  use  by  making 
it  plain  and  clear  to  every  one  what  exact  exchangeable  value 
they  possess. 

Coinage,  however,    performs   a  very    important    service    in 


another  direction,  when  the  coin  is  struck  so  as  not  only  to 
express  its  value  in  the  monetary  language  of  the  country,  but 
is  also  made  by  law  the  equivalent  of  that  value  in  exchange 
for  all  other  values.  Such  laws  or  statutes,  usually  called 
44  Legal  Tender  Acts,"  and  intended  merely  to  establish  the 
exchangeable  value  of  the  coin  used  in  trade,  do  at  the  same 
time  establish  a  standard  or  measure  in  monetary  terms  or 
language,  by  reference  to  or  the  guidance  of  which  all  other 
articles  of  trade  may  be  rated  in  the  first  place,  and  afterward 
exchanged  according  to  such  rating  or  monetary  standard. 
That  is,  the  coined  money,  when  once  legally  valued  and 
stamped,  becomes  a  calculus  for  the  comparison  and  liquida- 
tion of  all  other  values,  even  when  the  coin  itself  is  dispensed 
with  or  is  not  used  at  all  in  the  transaction.  This  faculty  of 
44 coined  money"  which  enables  it  to  serve  as  a  measure  or 
standard  for  the  computation  of  other  values,  is  quite  dis- 
tinct and  different  from  its  other  power  or  function  of  stand- 
ing for  and  sen-ing  as  the  equivalent  of  other  values  in  the 
purchase  and  sale  of  commodities. 

So  far  as  coined  money  serves  as  a  mere  guide  or  measure 
for  the  comparison  and  adjustment  of  other  values  in  the  ex- 
change of  other  commodities,  it  is  not  very  material  whether 
the  quantity  in  circulation  at  any  time  is  large  or  small,  so 
long  as  the  standard  itself  possesses  the  full  value  imputed 
to  it  by  its  coinage  rating. 

But  money  composed  of  paper  created  without  labor  or  cost, 
and  having  itself  no  certain  value,  cannot  of  course  be  made 
to  answer  as  a  correct  scale  or  guide  for  the  measurement  of 
the  value  of  other  articles. 
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III. 

ISSUES  BY  THE  GOVERNMENT  OF  PAPER  MONEY  AND  OVERVALUED 

SILVER  COIN. 

About  the  same  time  that  the  United  States  Government 
engaged  in  the  manufacture  or  production  of  paper  money 
(greenbacks)  to  raise  means  for  carrying  on  the  war,  it  also 
made  provision  for  the  conversion  of  the  then  existing  State 
banks  into  National  banks  under  Acts  passed  for  that  purpose, 
in  order  that  the  country  might  enjoy  the  same  banking  facil- 
ities previously  furnished  by  the  State  banks,  and  practically 
coerced  the  State  banks  to  become  changed  into  National 
banks. 

Gold  and  silver  had  disappeared,  and  the  currency  furnished 
by  the  banks  was  made  redeemable  in  the  government  notes, 
or  greenbacks,  instead  of  coin. 

These  government  notes  (greenbacks)  were  issued  in  very 
large  amounts  and  became  greatly  depreciated,  but  served  the 
purpose  for  which  they  were  chiefly  intended.  Greenbacks 
were  issued  in  excess  of  $400,000,000;  and  on  the  first  day 
of  September,  1865,  the  amount  of  them  outstanding  was 
$433,161,000. 

Upon  the  recommendation  of  Secretary  McCulloch  in  his 
"Annual  Report  of  December,  1865,"  to  Congress,  an  Act 
was  passed  in  April,  1866,  making  provision  for  the  gradual 
retirement  of  these  notes,  and  this  retirement  was  begun  by 
him,  and  the  amount  outstanding  was  reduced  to  $365,- 
000,000;  but  in  February,  1868,  this  Act  was  suspended. 
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On  the  1 8th  of  March,  1869,  an  Act  entitled  "An  Act 
to  Strengthen  the  Public  Credit "  was  passed,  by  which  the 
United  States  pledged  solemnly  its  faith  "to  make  provision 
at  the  earliest  practicable  period  for  the  redemption  of  the 
United  States  notes  in  coin";  and  a  like  pledge  was  made  for 
the  payment  by  the  United  States  of  its  other  obligations  in 
coin,  except  such  as  were  in  express  terms  payable  otherwise. 

As  there  was  at  that  time  no  silver  coin  in  the  country, 
except,  perhaps,  fractional  or  small  coins,  this  pledge  in  sub- 
stance was  that  the  United  States  would  meet  all  its  liabil- 
ities in  gold  coin;  and  it  was  so  understood  by  the  people. 
In  1873  the  then  Secretary  of  the  Treasury  reissued  $26,000,- 
ooo  of  the  notes  which  had  been  retired  by  Secretary  McCul- 
loch,  and  this  reissue  carried  the  amount  of  them  outstanding 
up  to  $382,000,000;  and  in  the  Act  of  June  20,  1874,  it 
was  provided  that  this  amount  should  not  be  exceeded. 

By  Act  of  January  14,  1875,  it  was  provided  that  on  and 
after  January  I,  1879,  the  Secretary  of  the  Treasury  should 
redeem  in  coin  the  United  States  legal  tender  notes  then 
outstanding  on  their  presentation  for  redemption  in  the 
city  of  New  York;  and,  to  enable  him  to  do  this,  he  was 
authorized  "to  issue,  sell,  and  dispose  of  at  not  less  than  par 
in  coin  the  three  kinds  of  bonds  of  the  United  States  de- 
scribed in  the  Act  of  Congress  of  July  14,  1870,  or  either  of 
them."  The  bonds  so  described  were  to  run  for  either  ten  or 
fifteen  or  thirty  years,  and  to  bear  interest  at  either  five,  four 
and  one-half,  or  four  per  cent.,  according  to  the  time  they 
respectively  had  to  run. 
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By  this  Act  of  January,  1875,  the  Government  had  declared 
its  purpose  of  redeeming  all  these  notes  in  coin,  and  had  un- 
dertaken to  provide  the  funds  necessary  for  that  purpose,  if 
need  be,  by  authorizing  a  sale  at  not  below  par  of  its  bonds 
payable  in  coin;  and  silver  at  this  time  having  been  demone- 
tized, except  for  fractional  or  subsidiary  use,  the  coin  in  which 
the  United  States  bonds  were  made  payable,  and  in  which  the 
notes  (greenbacks)  were  to  be  redeemed,  was  necessarily  gold 
coin.  This  legislation  seemed  to  promise  to  put  an  end  to 
the  use  of  greenbacks  as  money,  and  to  establish  a  currency 
based  on  gold;  but  it  turned  out  quite  differently.  On  the 
3ist  of  May,  1878,  or  soon  after  the  passage  of  its  Silver 
Coinage  Act  of  that  year,  Congress  reversed  its  previously 
formed  purpose  of  paying  off  or  retiring  the  greenbacks,  and 
passed  an  Act  entitled  "An  Act  to  forbid  the  further  retire- 
ment of  United  States  legal  tender  notes,"  and  repealing  all 
laws  inconsistent  therewith.  The  effect  of  this  Act  is  to 
keep  perpetually  outstanding  these  notes  to  the  amount  of 
$346,680,000;  and  this  has  been  done  to  this  time.  On  the 
28th  of  February,  1878,  an  Act  was  passed  by  Congress 
providing  for  the  coinage  of  silver  dollars  at  a  valuation  of  the 
metal  about  ten  per  cent,  above  its  then  commercial  value, 
and  requiring  the  Secretary  of  the  Treasury  to  purchase 
monthly  for  that  purpose  2,000,000  ounces  of  silver  bullion 
in  the  market. 

By  this  Act,  the  dollars,  when  so  coined  at  a  coinage  val- 
uation above  their  actual  value,  were  made  legal  tender  at 
their  nominal  or  coinage  valuation  for  all  purposes,  and  thus 
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put  on  an  equality  as  to  value  with  a  dollar  of  gold  coin,  if 
it  were  possible  to  do  this  by  mere  force  of  legislation.  In 
placing  this  Act  upon  the  statute  book,  the  United  States 
Government  practically  asserted  a  right  on  its  part  to  use  the 
new  silver  coin  in  payment  of  all  debts  at  its  nominal  or 
coinage  valuation,  although  that  valuation  was  considerably 
above  the  real  or  market  value  and  cost  to  the  Government  of 
the  same. 

It  was  this  feature  of  the  bill  of  1878  which  led  President 
Hayes  to  veto  it  when  presented  to  him  for  his  signature  Feb- 
ruary 28,  1878.  The  observations  made  by  him  in  his  veto 
message  deserve  to  be  held  in  remembrance  by  us,  not  only 
because  of  the  honor  they  reflect  upon  him,  but  also  because 
they  are  peculiarly  appropriate  to  the  condition  of  things  ex- 
isting at  the  present  time,  after  the  old  law  has  been  super- 
seded by  a  new  one  of  much  more  objectionable  character. 
In  that  veto  message  he  said :  — 

If  it  is  now  proposed,  for  the  purpose  of  taking  advantage  of 
the  depreciation  of  silver  in  the  payment  of  debts,  to  coin 
and  make  legal  tender  a  silver  dollar  of  less  commercial  value 
than  any  dollar,  whether  of  gold  or  paper,  which  is  now  law- 
ful money  in  this  country,  such  a  measure,  it  will  hardly  be 
questioned,  will,  in  the  judgment  of  mankind,  be  an  act  of 
bad  faith  as  to  all  debts  heretofore  contracted.  The  silver 
dollar  should  be  made  legal  tender  only  at  its  market  value. 
The  standard  of  value  should  not  be  changed  without  the 
consent  of  both  parties  to  the  contract.  National  promises 
should  be  kept  with  unflinching  fidelity.  There  is  no  power 
to  compel  a  nation  to  pay  its  just  debts.  Its  credit  depends 
on  its  honor.  The  nation  owes  what  it  has  led  or  allowed  its 
creditors  to  expect.  I  cannot  approve  a  bill  which,  in  my 
judgment,  authorizes  the  violation  of  sacred  obligations.  .  .  . 
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It  is  my  firm  conviction  that,  if  the  country  is  to  be  bene- 
fited by  a  silver  coinage,  it  can  be  done  only  by  the  issue  of 
silver  dollars  of  full  value  which  will  defraud  no  man.  A 
currency  worth  less  than  it  purports  to  be  worth  will  in  the 
end  defraud  not  only  creditors,  but  all  who  are  engaged  in 
legitimate  business,  and  none  more  surely  than  those  who  are 
dependent  on  their  daily  labor  for  their  daily  bread. 

We  know  of  no  authority  in  the  Constitution  for  any  such 
legislation  as  this  for  imparting  fictitious  value  to  silver 
bullion,  unless  the  decision  of  the  Supreme  Court  that  the 
United  States  was  authorized  to  convert  its  own  notes  at  an 
arbitrary  valuation  into  "money,"  at  its  will  and  pleasure,  is 
also  applicable  to  the  case  of  converting  silver  bullion  into 
"money"  at  a  like  arbitrary  valuation  of  it,  upon  the  the- 
ory, we  suppose,  that  the  power  to  "coin"  carries  with  it 
the  power  of  also  valuing  the  coin  according  to  its  discretion, 
as  well  as  of  expressing  the  valuation  of  it  so  made. 

We  do  not  in  this  connection  forget  the  provision  in  the 
United  States  Constitution  which  gives  to  Congress  the  power 
to  "coin  money,  regulate  the  value  thereof,  and  of  foreign 
coin."  It  cannot,  however,  be  supposed  that  this  power  of 
regulating  the  value  of  coin  was  intended  to  authorize  any 
other  valuation  of  coin  than  would  correspond  with  and  truly 
state  the  market  or  commercial  value  of  the  material  of  which 
it  was  composed.  The  power  of  regulating  the  value  of  for- 
eign coin  is  given  to  Congress,  as  of  domestic  coin,  and  in  the 
same  words.  It  cannot,  therefore,  be  supposed  that  Congress 
was  expected  to  do  anything  more  in  regard  to  domestic  coin, 
to  be  newly  made  from  bullion,  than  with  foreign  coin;  that 
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is,  to  give  them  both  ratings  or  valuations  in  strict  conformity 
with  the  facts  as  they  exist  at  the  time. 

Some  supposed  that,  because  the  government  stamp  on  coins 
is  expressed  in  monetary  denominations  or  designations,  in- 
stead of  terms  of  mere  quantity  or  quality,  as  was  done  in 
former  times,  this  designation  of  value  actually  serves  to 
impart  to  the  coins  the  value  ascribed  to  them.  Nothing  can 
be  further  from  the  truth.  The  use  of  the  denominational  ex-r 
pression  is  not  for  the  purpose  of  giving  value  to  the  coin, 
but  merely  to  furnish  evidence,  upon  the  authority  of  the  Gov- 
ernment, that  the  coin  possesses  in  its  own  right  the  exact 
value  imputed  to  it  by  the  stamp,  so  that  the  people  of  this 
country  and  every  country  may  be  informed  in  exact  terms 
just  how  much  value  they  are  receiving  or  paying  away  in  the 
use  of  such  coin. 

If  our  view  of  the  legitimate  purpose  and  effect  of  coinage, 
as  above  stated,  is  correct,  it  must  be  evident  that,  when  any 
particular  country  undertakes  to  give  a  false  or  excessive 
valuation  to  its  coined  money  by  legislation,  as  the  United 
States  is  now  doing  with  respect  to  silver  dollars,  it  wholly 
rules  such  coin  out  of  the  marts  of  foreign  commerce,  and 
must  be  content  with  such  benefit,  if  any,  as  it  may  get 
from  the  domestic  use  of  the  coin;  and  this  benefit  must  be 
limited  to  those  who  attempt  to  avail  of  the  legal  tender 
clause  of  that  Act,  to  enable  them  to  discharge  their  liabili- 
ties in  currency  of  a  depreciated  or  less  marketable  value 
than  that  in  which  they  were  contracted,  since  no  one  can  be 
compelled  to  enter  into  any  new  contract  which  is  predicated 
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upon  the  use  of  money  the  nominal  value  of  which  is  above 
its  real  value,  and  no  sensible  person  would  be  likely  to  do 
so  voluntarily. 

It  was  of  course  entirely  competent  .for  the  Government, 
under  its  power  of  coining  money  and  regulating  its  value,  to 
stamp  or  mark  the  same  with  a  statement  of  the  value ;  and 
such  valuation  might  properly  include  the  cost  of  the  mechan- 
ical operation  employed. 

It  could  not,  however,  assign  to  the  metal  used  a  value  in 
excess  of  its  true  or  market  value  at  the  time^  without  depart- 
ing entirely  from  the  rule  of  coinage  (except  for  fractional  or 
token  coins)  as  practised  by  honest  governments  everywhere. 

The  United  States  in  1878  was  guilty,  for  the  first  time, 
of  a  departure  from  this  rule,  inasmuch  as,  by  its  Coinage 
Act  of  that  year,  it  assigned  to  the  silver  bullion  incorporated 
in  a  dollar  coin  a  greater  value  by  about  one-tenth  than  then 
belonged  to  it  in  the  market  as  an  article  of  trade  and 
commerce. 

This  fact  was  well  known  to  Congress  at  the  time,  so  that 
the  valuation  ascribed  by  it  to  the  coin  was  known  to  be  false; 
and  this  false  certification  of  value  was  intended  and  expected 
in  Congress,  as  we  are  now  informed,  to  bring  about  a  rise  in 
the  market  price  or  value  of  the  bullion,  and  in  that  way  to 
supply  the  deficiency  or  decline  of  ten  per  cent,  below  its 
former  value.  This  apology  for  such  an  Act  is  perhaps  better 
than  none;  but,  as  the  event  has  proved,  it  does  not  justify 
such  a  proceeding  in  the  slightest  degree.  If  Congress  had 
contented  itself  with  putting  out  and  offering  to  the  people 
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for  their  use  a  dollar  coin  worth  only  ninety  cents,  leaving 
them  to  determine  for  themselves  whether  they  would  accept 
and  adopt  it  or  not,  it  might  not  have  exceeded  its  authority, 
and  certainly  would  not  have  subjected  itself  to  a  charge  of 
fraud  upon  the  people.  It  was  not  content  with  performing 
a  mere  act  of  coinage  alone,  but  went  much  further  than  this. 
It  undertook  to  legislate,  and  did  legislate,  to  the  effect  that 
this  coin,  then  containing  ninety  cents'  worth  of  silver  (and 
now  containing  only  seventy-seven  cents'  worth),  should  pass 
current,  and  be  legal  tender  for  all  purposes  at  one  hundred 
cents,  except  as  otherwise  stipulated  in  contracts. 

If  this  legislation  was  within  the  power  of  Congress,  it 
compelled  ever}'  person  in  the  United  States  to  accept  this 
coin  at  the  full  value  assigned,  though  it  was  known  to  be 
lacking  as  to  a  part  of  that  value;  and  this  legal  tender  provi- 
sion operated  to  set  up  the  new  or  ^clipped"  silver  dollar 
coin  itself  as  a  measure  or  standard  for  measuring  the  value 
of  all  other  commodities  dealt  in  in  the  market,  and  thus  to 
reduce  in  value  those  other  articles,  when  paid  for  in  this 
coin,  to  the  same  extent  to  which  the  coin  itself  had  been  or 
should  at  any  future  time  prove  to  have  been  overvalued.  In 
other  words,  Congress,  by  this  legal  tender  clause,  was  assum- 
ing to  itself  the  power  of  controlling  the  traffic  contracts  of 
the  people  of  the  several  States,  though  no  power  in  that 
respect  was  ever  given  it  by  those  people  under  the  Constitu- 
tion except  that  of  converting  the  metals  into  the  form  of 
coin,  and  assigning  to  that  coin  its  true  value  as  money. 
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IV. 

SILVER  COINAGE  ACT  OF    1 8/8  AND  ITS  RESULTS. 

It  is  said  in  justification  of  the  overvaluation  of  the  silver 
dollar  under  the  Coinage  Act  of  1878  that  the  value  then 
assigned  to  it  was  the  same  as  that  fixed  by  the  first  Coinage 
Act  of  1792,  and  this  is  true. 

But  in  that  interval  of  86  years  silver  bullion  had  declined 
in  value,  and  for  that  reason  had  been  wholly  discarded  as  a 
standard  of  monetary  value  by  Germany,  France,  and  several 
other  European  States.  Under  these  circumstances,  it  seems 
as  if  a  recurrence  by  Congress  to  the  Coinage  Act  of  1 792  for 
the  purpose  of  fixing  the  value  of  that  metal  as  coin  in  1878 
was  foolhardy  and  senseless  in  the  extreme,  unless  Congress 
was  willing  to  provide  a  currency  for  the  people  of  the  United 
States  which  could  be  of  no  use  whatever  to  them  in  their 
commercial  relations  abroad. 

In    pursuance   of    this    Act   (1878)   the   Government   made 

monthly  purchases  in  the  market  of  2,000,000  ounces  of  silver 

• 
bullion,  and  coined  the  same   into  dollars  containing  much 

less  than  100  cents  of  bullion  cost  or  value.  378,000,000 
dollars  in  all  were  coined  under  this  Act,  318,000,000  of 
which,  as  we  are  told,  still  remained  in  the  United  States 
Treasury  on  the  ist  of  July  last. 

The  Government,  after  trying  for  twelve  or  thirteen  years 
to  get  these  "clipped"  silver  dollars  into  circulation,  had 
failed,  as  it  seems,  to  do  this,  except  as  to  $60,000,000,  or 
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one-sixth  of  the  entire  amount  coined.  Over  300,000,000  of 
them  are  said  to  be  now  piled  up  in  the  Treasury  vaults  at 
Washington,  at  a  cost  to  the  people  of  some  $300,000,000, 
taken  out  of  them  from  time  to  time  by  the  noiseless  tax 
gatherer,  for  the  alleged  purpose  of  furnishing  the  people 
with  an  adequate  circulating  medium,  of  which  they  were  in 
1878  said  to  be  sadly  in  need  for  the  purposes  of  trade  and 
business,  but  which  they  have  declined  to  use. 

It  is  said  that  these  300,000,000  of  silver  dollars,  though 
piled  up  as  lumber  in  the  Treasury  vaults,  are  represented 
by  the  issue  of  silver  certificates,  and  that  the  people  are  now 
using  these  silver  certificates  as  currency,  though  they  refused 
to  use  the  dollars  themselves. 

This  fact  ought  to  satisfy  every  one  that  the  mercantile 
community  cannot  be  coerced  into  using  in  their  trade  any 
circulating  medium  which  is  not  satisfactory  to  them  in  all 
respects,  and  that  they  will  exercise  their  own  judgment  in 
this  matter,  and  not  receive  or  pay  out  in  their  daily  busi- 
ness as  money  anything  which  does  not  commend  itself  to 
them. 

Hence  the  alleged  power  of  the  General  Government  to 
determine  what  shall  be  money  goes  no  further  at  most,  than 
to  compel  a  creditor  to  accept  in  payment  of  his  old  debt 
whatever  the  Government  may  label  lawful  money  and  pro- 
nounce legal  tender,  and  just  there  the  government  power 
over  ""  money  "  ends. 

All  new  contracts  are  exempt  from  any  such  despotic  and 
arbitrary  control  by  the  General  Government,  and  the  power 
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over  these  new  contracts  was  originally  vested  in  the  several 
States;  and,  inasmuch  as  the  States  were  never  deprived  or 
curtailed  of  that  power  by  any  act  of  their  own,  it  still  be- 
longs to  them,  and  any  attempt  of  the  General  Government  to 
take  to  itself  the  exercise  of  such  power  is  a  plain  usurpation 
on  its  part. 

For  this  reason,  if  for  no  other,  it  seems  idle  for  the  advo- 
cates of  a  depreciated  silver  money  to  expect  to  be  able  to 
restore  silver  to  its  former  value  through  legislation,  either 
in  this  country  or  in  other  commercial  countries.  No  such 
result  can  come  from  legislation.  It  must  come,  if  at  all, 
from  the  consent,  concurrence,  or  agreement  of  the  mercantile 
world  itself  to  accept  such  coin  as  money;  and,  if  any  such 
improbable  agreement  were  reached  to-day,  it  would  rest  solely 
on  the  continuilig  consent  of  the  merchant,  and  could  not  be 
relied  upon  at  all  for  the  future. 

So  much  for  the  Silver  Coinage  Act  of  1878,  which  at  a  cost 
of  some  $350,000,000  of  the  people's  money  has  added  60,- 
000,000  of  overvalued  silver  dollars  to  the  circulating  medium 
of  the  country,  and  has  made  a  permanent  investment  of 
$290,000,000,  or  thereabout,  in  silver  bullion  which  the  peo- 
ple will  not  consent  to  treat  as  money,  and  can  be  compelled 
to  do  so  by  the  Supreme  Court  only  so  far  as  the  debtors  of 
the  country  may  wish  to  use  it  as  money  in  the  payment  of 
their  old  debts.  No  one  can  contract  new  debts  payable  in 
this  coin,  which  is  now  worth  only  about  three-fourths  of  its 
coinage  valuation,  unless  he  can  find  some  one  to  play  the 
part  of  a  creditor  who  is  willing  to  agree  beforehand  to  accept 
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a  dividend   of   75    per  cent,  in  full   discharge  of  his  claim  at 
any  future  time. 

V. 

GREENBACK  PARTY  ORGANIZED,  AND  GREENBACKS  MADE  NON- 
REDEEMABLE  AND  PERPETUAL. 

The  reader  will  probably  about  this  time  like  to  be  in- 
formed what  became  of  the  $346,000,000  of  greenbacks  which 
the  Government  in  1875  virtuously  resolved  to  redeem  on  or 
before  January  i,  1879,  in  coin,  meaning,  of  course,  in  gold,  as 
that  was  in  1875  the  only  legal  tender  coin  of  the  country, 
except  the  fractional  silver  coin  in  sums  below  five  dollars. 

The  purpose  of  the  Government  to  pay  off  its  greenbacks  in 
gold  was  very  short-lived.  A  change  in  the  monetary  policy 
took  place  soon  after  1875;  and  this  change  of  policy  was 
contemporaneous  with  the  formation  of  a  new  political  party, 
named  by  itself  the  National  Party,  but  generally  known  as 
the  Greenback  Party.  This  party  held  a  convention  at 
Toledo,  Ohio,  on  the  22d  of  February,  1878,  and  enun- 
ciated its  views  or  principles  in  a  platform,  in  which  it  pro- 
mulgated, among  other  things,  in  substance  the  following 
views,  namely:  — 

That  the  previous  financial  legislation  of  the  Government 
had  been  "  in  the  interest  of  and  dictated  by  money-lenders, 
bankers,  and  bondholders;  that  the  changing  of  currency 

bonds   into  coin  bonds,  the  demonetization  of  the  silver  dol- 

• 
lar,  .  .  .  the  proposed  forced  resumption  of  specie  payment, 

were  crimes  against  the  people,  and,  as  far  as  possible,  the 
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results  of  these  criminal  acts  must  be  counteracted  by  judi- 
cious legislation."  It  declared  its  purpose  to  be  to  establish 
certain  principles  stated  or  set  forth  in  these  words:  — 

"First.  It  is  the  exclusive  function  of  the  General  Gov- 
ernment to  coin  and  create  money  and  regulate  its  value.  .  .  . 
The  circulating  medium,  whether  of  metal  or  paper,  shall  be 
issued  by  the  Government,  and  made  a  full  legal  tender  for 
all  debts,  duties,  and  taxes  in  the  United  States  at  its  stamped 
value.  .  .  . 

"  Third.  Resolved,  that  the  coinage  of  silver  be  placed  on 
the  same  footing  as  that  of  gold. 

"Fourth.  Congress  shall  provide  said  money  [meaning  legal 
tender]  adequate  to  the  full  employment  of  labor,  the  equal 
distribution  of  its  products,  and  the  requirements  of  business, 
fixing  a  minimum  amount  per  capita  of  the  population,  as 
near  as  may  be,  and  otherwise  regulating  its  value  by  wise 
and  equitable  provisions  of  law,  so  that  the  rate  of  interest 
will  secure  to  labor  its  just  reward." 

It  was  during  the  week  following  this  demonstration  of  the 
Greenbackers  that  the  Silver  Coinage  Bill  of  1878  was 
enacted  and  made  the  law  of  the  land.  The  remainder  of  the 
above  programme  of  financial  reform  was  not  accomplished 
during  the  lifetime  of  the  Greenback  Party  itself,  but  it  seems 
to  be  in  a  fair  way  of  being  thoroughly  adopted  and  carried 
out  to  the  fullest  extent  by  those  now  in  possession  of  the 
Government.  Under  the  present  administration,  by  an  Act 
passed  July  14,  1890,  entitled  "An  Act  directing  the  purchase 
of  silver  bullion  and  the  issue  of  Treasury  Notes  thereon," 
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etc.,  the  Government  seems  to  have  taken  upon  itself  to  carry 
into  full  execution  the  "principles"  (so  called)  of  the  Green- 
back Party. 

It  has  commenced  to  do  this  by  issuing  monthly  its  notes 
or  promises  payable  in  coin,  the  only  coin  so  promised  in 
payment  being  silver  coin  valued  at  100  cents  to  the  nomi- 
nal dollar,  although  its  cost  and  actual  value  at  the  present 
time  does  not  exceed  77  cents  to  the  dollar.  The  balance 
or  residue  of  the  amount  so  promised  is  made  up  of  the  gov- 
ernment assurance  that  it  intends  to  redeem  these  silver  coin 
notes  in  gold  coin,  and  whatever  faith  this  assurance  may 
carry  with  it. 

The  Secretary  of  the  Treasury,  in  his  speech  of  June  last  at 
the  Ohio  Republican  Convention,  announced  that  the  Govern- 
ment had  already  coined  under  the  Allison  Act  (1878)  $402,- 
873,158,  and  stated  that  this  whole  sum  is  "now  in  active 
circulation  mainly  in  the  form  of  its  paper  equivalent,  the 
silver  certificate.  Yet  our  gold  and  silver  coins  and  their 
paper  representatives  have  been  maintained  at  equal  purchas- 
ing value,  and  I  do  not  see  the  slightest  danger  under  the  pres- 
ent policy  of  not  being  able  to  continue  the  existing  status 
between  the  two  metals.  ...  I  do  not  propose  to  engage  in 
prophecy  or  undertake  to  predict  what  would  happen  if  this 
country  were  to  adopt  unlimited  free  coinage." 

It  seems  to  us  that  Secretary  Foster  is  entirely  mistaken  in 
supposing,  and  in  stating,  as  he  does,  "that  our  gold  and  silver 
coins  have  been  maintained  at  equal  purchasing  value  "  up  to 
the  present  time,  if  he  means  by  this  that  a  dollar  of  silver 
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coin  has  to-day  the  same  purchasing  power  that  a  gold  dollar 
coin  has.  How  can  this  be  made  to  appear  when  it  is  known 
that  the  metal  contained  in  the  silver  dollar  has  now  only 
about  three-fourths  of  the  value  of  the  metal  contained  in  the 
gold  dollar? 

Every  one  knows  that  gold  dollars,  when  used  in  foreign 
trade,  will  yield  returns  larger  by  about  33  per  cent,  at  this 
time  than  would  silver  dollars,  when  so  used;  that  is,  their 
purchasing  power  abroad  is  one-third  greater  than  that  of 
silver  dollars. 

Is  it,  then,  to  be  supposed  that  the  gold  dollar  employed 
by  the  American  merchant  in  his  home  trade  is  worth  no  more 
than  the  silver  dollar?  It  will  not  probably  be  very  easy 
to  convince  him  of  this,  or  to  persuade  him  under  such  cir- 
cumstances to  employ  his  gold  coin  in  the  American  trade 
where  the  silver  coin  of  the  same  nominal  value  will  answer 
as  well. 

It  is  true  that  the  price-lists  do  not  name  two  different 
prices  for  the  same  articles,  one  being  a  gold  price  and  the 
other  a  silver  price.  The  United  States  Statutes  forbid  this 
by  declaring  that  both  coins  shall  be  treated  as  of  the  same 
value  by  citizens  of  the  United  States  in  their  dealings  with 
each  other. 

The  American  merchant,  therefore,  proceeds  to  accommo- 
date himself  to  this  discrepancy  of  value  of  the  two  kinds  of 
money  as  declared  by  Congressional  legislation,  on  the  one 
hand,  and  by  the  marts  of  commerce,  on  the  other. 

The   matter   is   a  very  simple   one.      When  the    merchant 
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finds  that  the  goods  he  purchased  abroad  at  gold  prices  must 
be  sold  in  the  home  market  at  silver  prices,  or  at  a  loss  to 
him  of  33  per  cent.,  he  simply  marks  up  his  price  sufficiently 
to  cover  or  counteract  the  difference  in  value  between  the 
currency  employed  by  him  in  buying  and  that  which  he  must 
receive  in  selling;  and  thus  it  comes  to  pass  that  the  goods, 
when  sold,  are  quoted  at  a  nominal  price  one-third  higher  than 
they  would  be  if  paid  for  in  the  same  gold  coin  in  which  they 
were  purchased. 

The  politician  favoring  the  coinage  of  highly  overrated  sil- 
ver money  rises  and  tells  the  people  that  they  have  succeeded 
in  overcoming  "the  decline  in  the  market  value  of  silver  bullion 
by  wisely  legislating  it  back  into  the  metal  itself. 

The  merchant  knows  full  well  that  no  such  thing  as  this 
has  been  done  or  can  be  done,  and  perceives  that  the  politi- 
cian is  either  himself  deceived  by  appearances,  or  else  is 
attempting  to  practise  a  fraud  upon  the  people. 

It  is  not  the  foreign  trade  merchant  alone  who  raises  the 
price  of  his  imported  goods  to  compensate  for  the  diminution 
in  the  value  of  the  money  to  be  received  in  payment. 

The  domestic  merchant  or  trader  does  the  same  thing;  for 
common  intelligence,  if  not  common  sense,  teaches  him  that, 
when  he  must  accept  payment  for  his  goods  in  a  measure  or 
price  actually  worth  only  three-fourths  as  much  as  it  purports 
to  be,  he  must  add  an  equal  sum  to  the  prices  of  his 
goods  in  order  to  compensate  and  enable  him  to  obtain  their 
full  value. 

The  fact  that  the  legal  valuation  of  coin  not  only  fixes   its 
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own  money  value,  but  makes  the  value  so  fixed  a  standard 
or  measure  for  determining  and  expressing  in  monetary  terms 
the  values  of  all  merchandise,  causes  any  change  of  value  in 
that  standard  or  measure  to  affect  not  only  the  coin  itself,  but 
the  value  of  all  other  articles  of  trade  and  commerce.  If, 
therefore,  the  coin  is  deprived  in  any  way  of  its  value  in  whole 
or  in  part,  and  yet  is  continued  as  the  measure  of  value  for 
other  commodities,  then  those  other  commodities  are  reduced 
thereby  in  value  to  an  extent  equal  to  that  which  the  coin 
itself  has  sustained ;  and  inasmuch  as  the  value  or  price  of 
other  commodities  is  based  both  on  cost  and  on  supply  and 
demand,  and  is  by  no  means  arbitrary  or  dependent  on  other 
values  except  such  as  are  made  by  law  to  serve  for  the 
measurement  of  all  other  values,  those  other  commodities  can 
no  longer  be  exchanged  for  the  coin  at  its  deficient  or  debased 
value  without  loss,  unless  enough  is  added  to  the  price  to 
counteract  the  loss  which  would  arise  from  the  depreciation 
in  value  of  the  coin.  The  consequence  is  that,  while  the 
same  coin  is  still  used,  both  in  fixing  prices  and  in  paying 
them,  yet  more  of  it  is  required  for  the  same  purpose  than 
before;  and,  though  the  diminished  value  of  the  coin  so  used 
in  payment  may  be  concealed  or  covered  up,  it  may  still  be 
detected  in  the  increase  of  value  assigned  to  other  commodi- 
ties, though  this  increase  of  value,  when  seen,  is  usually 
attributed  to  other  causes  than  a  depreciation  of  the  money 
used. 

Thus  it  happens  that,  while  the  attempt  of  the   legislature 
to  raise  the  value  of  the  metal  used  in  the  coin  is  a  failure, 


27 

yet  a  change  is  produced  by  law  in  the  instrument  used  as  a 
guide  for  measuring  the  value  of  all  other  articles,  so  that  a 
new  adjustment  of  the  prices  of  all  other  articles  becomes 
necessary  to  escape  loss  and  prejudice  to  the  merchant.  Such 
a  change  in  the  value  of  money  used  as  a  measuring  instru- 
ment is  not  unlike  one  which  Congress  might  legally  accom- 
plish under  its  power  of  fixing  the  standard  of  weights  and 
measures.  Suppose  Congress  under  this  latter  power  should 
decide  that  henceforth  all  cloth  made  in  this  country  should 
be  marked  or  stamped  in  yards  by  government  authority,  and 
that  27  inches  should  constitute  a  yard.  This  change  in  the 
yardstick  would  require  the  merchant  to  both  buy  and  sell 
his  yard  of  cloth  at  a  price  one-fourth  less  than  before,  but  it 
would  not  vary  the  value  of  the  cloth  itself  in  the  slightest 
degree. 

If,  now,  we  were  able  to  fathom  the  mysteries  of  trade  and 
finance,  we  should  undoubtedly  find  that  for  every  particle  of 
fictitious  value  which  has  been  imparted  to  silver  bullion  by 
the  recent  coinage  Acts  there  has  been  an  equivalent  addition 
made  to  the  prices  of  the  various  commodities  dealt  in  in  the 
markets  of  this  country,  where  alone  these  fictitious  monetary 
values  are  maintained  by  sheer  force  of  law.  Unless  this  be 
so  and  the  producers  of  other  commodities  were  permitted  to 
increase  their  prices  to  correspond  with  the  diminished  pur- 
chasing power  of  the  medium  of  exchange  employed,  the 
traders  and  manufacturers  of  the  country  would  have  been 
bankrupted  ere  this. 

It  is,  of  course,  impossible  to  furnish  direct  proofs  in  support 
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of  the  views  above  expressed,  or  even  to  show  that  the  prices 
of  commodities  in  this  country  are  not  now  as  low  as  they 
were  before  the  change  in  the  coinage  laws ;  if  they  are  it  is 
owing  either  to  a  cheapening  of  cost,  or  because  the  traders 
are  not  yet  fully  aware  of  the  reduction  of  value  of  tbe  money. 

It  is,  however,  somewhat  significant  that  for  some  otherwise 
inexplicable  reason  $75,000,000  of  gold  coin  have  left  this  coun- 
try and  gone  to  places  where  it  is  not  on  a  parity  with  silver 
coin  as  produced  and  valued  at  our  mint. 

This  gold  coin  is  not  likely  soon  to  return  to  a  place  where, 
as  we  are  told  by  the  highest  financial  officer  of  the  Govern- 
ment, it  has  no  more  value  than  belongs  to  silver  coin  of  only 
three-fourths  the  market  value  of  gold.  Such  a  statement  is 
not  calculated  to  incite  any  one  to  send  back  to  this  same  coun- 
try that  same  gold.  Much  more  of  this  coin  would  be  likely  to 
go  to  foreign  parts  where  it  is  more  highly  appreciated,  were  it 
not  for  the  fact  that  the  bountiful  harvests  now  assured  in 
this  country  and  the  great  deficiency  of  breadstuffs  produced 
abroad  this  year  are  likely  to  create  such  a  favorable  balance  in 
our  foreign  commerce  as  to  dispense  with  any  further  remit- 
tances of  cash  from  this  country  to  Europe  for  some  time  to 
come.  We  are  thus,  by  some  sort  of  good  luck,  saved  the  ne- 
cessity for  the  present  of  liquidating  our  foreign  accounts  in 
money,  and  at  the  same  time,  perhaps,  prevented  from  seeing 
and  realizing  the  extent  of  the  reckless  speculations  and  infla- 
tion of  prices  or  values  which  have  been  going  on  in  this  coun- 
try for  some  years  under  the  impression  that  capital  or  wealth 
can  be  created  by  the  manufacture  in  large  amounts  of  dollars 
composed  either  of  paper  promises  or  overrated  silver  coin,  and 
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by  marking  up  by  law,  the  value  of  such  coin.  Such  practices 
no  more  create  value  than  the  merchant  does  by  marking  up 
the  prices  of  the  dry  goods  left  upon  the  shelves  of  his  store. 

The  day  of  reckoning  and  liquidation  has  been  postponed  for 
us,  and  in  that  way  an  opportunity  is  afforded  us  to  alter  our 
course  and  shorten  sail  before  the  financial  hurricane  sets  in. 

VI. 

THE  LATEST  LEGAL  TENDER,  OR  PAPER  MONEY,  DECISION  OF 
THE  SUPREME  COURT. 

We  have  already  stated  how  the  greenbacks  were  originally 
issued  to  provide  means  for  carrying  on  the  Civil  War,  and 
how  Congress  in  1875  voted  to  retire  them  and  return  to  specie 
payments  on  January  I,  1879,  an^  now  before  that  day  arrived  it 
abandoned  that  plan  and  determined  to  keep  them  perpetually 
afloat  or  outstanding  as  money  or  currency. 

After  this  plan  for  a  perpetual  non-payable  paper  currency  of 
$346,000,000  was  developed  and  its  execution  entered  upon  by 
the  Government,  its  legality  or  constitutionality  was  ques- 
tioned, and  a  case  was  made  up  for  the  purpose  of  testing  the 
right  of  the  Government  and  for  obtaining  the  opinion  of  the 
Supreme  Court  upon  that  question.  This  suit  was  initiated  by 
those  who  believed  that  the  Government  had  no  such  power, 
and  who  confidently  expected  to  be  sustained  in  that  view  by 
the  court.  It  was  the  case  of  Juilliard  i>.  Greenman,  reported 
in  the  iioth  volume  of  United  States  Reports.  The  decision 
of  the  court  was  in  favor  of  the  right  of  the  Government  to 
reissue  the  greenbacks  continually,  whenever  it  came  into  pos- 
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session  of  them  in  any  way,  and  consequently  to  make  use  of 
them  as  a  perpetual  and  unredeemable  paper  money  currency, 
just  as  had  been  proposed  and  advocated  by  the  Greenback 
Party. 

With  what  surprise  would  such  a  decision  as  this  be  received 
by  the  framers  of  the  Constitution,  were  they  still  alive  after 
the  pains  they  took  to  deal  a  fatal  blow  to  "bills  of  credit  "  or 
inconvertible  paper  money  by  forbidding  its  issue  by  the  States 
who  alone  possesssd  the  power  of  doing  so ! 

Probably  no  heavier  blow  was  ever  dealt  the  friends  of  a 
sound  currency  in  the  United  States  than  by  this  judicial  deci- 
sion of  its  highest  legal  tribunal.  It  has  already  borne  bitter 
fruit,  not  only  in  keeping  afloat  the  large  issue  of  greenbacks 
payable  only  in  other  greenbacks,  but  in  furnishing  a  legal 
foundation  or  justification  for  the  continuous  issue  of  United 
States  legal  tender  notes  at  the  rate  of  $50,000,000  per  annum 
in  purchasing  silver  bullion  under  the  Act  of  July  14,  1890. 

Until  this  decision  of  the  Supreme  Court  (1883)  there  was 
not,  so  far  as  we  are  aware,  any  legal  authority  or  precedent 
whatever  to  which  the  United  States  could  refer  as  permitting 
it  to  enter  upon  the  business  of  procuring  and  providing  for  the 
people  a  circulating  medium  either  of  coin  or  of  paper.  The 
coinage  power  certainly  does  not  contemplate  that  the  Govern- 
ment should  purchase  the  metals  to  be  coined,  but  only  that  it 
should  subject  the  metals  belonging  to  others  to  this  treatment 
when  brought  to  it  for  that  purpose ;  and  this  construction  of 
the  coinage  power  seems  to  have  prevailed  until  1878,  except 
as  to  the  material  to  be  made  into  base  coin  or  fractional  and 
subsidiary  coin,  which  is  not  required  in  very  large  amounts  and 
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prime  necessity  for  popular  use  in  small  sums  for  the  daily  pur- 
chases of  necessary  articles  and  for  domestic  or  retail  trade. 

Under  this  new  Act  for  the  issue  of  legal  tender  paper 
money,  $50,000,000  has  already  been  issued,  thus  making  the 
paper  money  government  issue  amount  in  all  at  the  present 
time  to  upwards  of  $400,000,000.  Under  the  Act  as  it  now 
stands  the  increase  of  this  silver-lined  paper  money  cannot 
much  exceed  $50,000,000  per  annum ;  but  the  silver  mining 
industry,  so  called,  is  not  content  with  so  small  an  addition  to 
the  paper  money  issued  in  the  purchase  of  silver  bullion,  and 
it  is  urging  an  increase  limited  only  by  the  amount  of  silver 
bullion  which  may  be  offered  for  sale  to  the  Government,  and 
it  seems  to  be  doubtful  whether  such  a  measure  as  the  unlim- 
ited purchase  of  silver  for  monetary  purposes  can  or  will  be 
carried  at  the  next  session  of  Congress.  The  present  adminis- 
tration sustains  all  that  has  been  done  thus  far,  but  sees  great 
danger  in  going  a  single  step  further  in  the  same  direction. 

It  seems  to  us  that  the  danger  line  was  long  since  passed, 
and  that  it  now  makes  very  little  difference  whether  further 
steps  in  the  same  direction  be  many  or  few.  We  do  not  mean 
that  the  Government  cannot  meet  its  liabilities  in  full,  if  it 
choose  to  do  so.  It  has  the  power  and  the  lawful  means  of 
doing  this  by  taxation,  even  though  the  liabilities  themselves 
may  have  been  incurred  without  lawful  authority.  What  we 
mean  is  that  the  paper  currency  of  this  country  has  already 
reached  to  an  amount  much  beyond  the  limits  of  safety. 

The  harm  and  injury  occasioned  by  the  issue  of  inconverti- 
ble paper  money  was  a  matter  which  received  a  large  amount 
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of  consideration  in  this  country  from  the  first  organization  of 
the  General  Government  until  1846. 

During  all  that  time  no  party,  and  probably  no  prominent 
individual,  ever  appeared  to  advocate  or  even  to  suggest  the 
proposition  that  the  Government  should  itself  engage  in  fur- 
nishing the  people  with  currency  at  its  own  expense,  and  on 
its  own  account,  much  less  that  it  should  enter  upon  the  pur- 
chase of  bullion  of  any  kind  with  a  view  to  speculation  or  to 
the  profit  derivable  therefrom  by  buying  it  at  one  price  and 
putting  it  into  forced  circulation  as  money  at  another  price,  as 
is  now  being  done  with  the  apparent  approbation  of  both  the 
great  political  parties  of  the  country. 

Announcements  are  now  made  informing  the  public  how 
much  profit  the  Government  has  derived  and  is  deriving  from 
time  to  time  by  speculating  in  silver  bullion,  and  the  Attorney- 
General  has  given  his  legal  opinion  that  this  calculation  of 
profit  is  in  accordance  with  the  meaning  and  intention  of  the 
present  coinage  laws,  and  therefore  is  legitimate.  Thus  does 
the  Government  itself  set  the  example  of  clipping  its  own 
silver  coin  for  its  own  profit,  and  at  a  large  loss  and  expense 
to  the  whole  people.  The  Government,  by  way,  perhaps,  of 
atoning  for  this  fraud,  binds  itself  to  receive  back  from  the 
people  in  the  form  of  taxes  this  same  clipped  coin  at  its  over- 
valued rate. 
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VII. 

HISTORY    OF    PAPER    CURRENCY    AND    PRESENT    QUALITY    AND 
CONDITION    OF    THE    SAME. 

The  question  of  issuing  by  the  General  Government  or  its 
authority  of  a  currency  of  paper  was  one  of  the  bones  of  con- 
tention between  the  two  great  political  parties  from  the  time 
of  Washington  to  that  of  the  first  Harrison,  one  party  always 
favoring  a  United  States  bank  and  the  use  of  such  banking 
facilities  by  the  Government  in  Jthe  administration  of  its  fiscal 
affairs,  while  the  other  party  always  opposed  such  an  institution 
and  all  connection  of  the  Government  therewith  in  any  way. 

The  anti-bank  party  finally  triumphed,  and  succeeded  in  1846 
in  passing  the  sub-treasury  or  Independent  Treasury  Act,  so 
called.  No  further  contest  was  afterward  made  upon  that 
subject  until  the  war  period. 

From  all  that  took  place  in  regard  to  this  currency  question 
down  to  1 86 1,  it  may,  we  think,  be  fairly  inferred  that  the 
people  had  then  fully  determined  that  the  currency  of  the 
country  should  not  be  supplied  by  the  Government  itself,  and, 
by  whomsoever  supplied,  that  it  should  rest  on  what  was  then 
called  a  specie,  or  hard  money,  basis. 

The  national  banks  are  now  the  only  legitimate  source  for 
supplying  the  country  with  a  circulating  medium  in  the  absence 
of  State  banks,  which  were  taxed  out  of  existence,  in  order  to 
force  them  to  become  changed  into  national  banks,  as  they 
Ions:  ago  were  ;  and  it  is  to  the  soundness  or  unsoundness  of 
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these  new  banks  that  the  people  must  look,  in  order  to  know 
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and  understand  what  kind  of  a  currency  they  now  have,  and 
whether  or  not  it  is  in  excess  of  the  business  requirements  of 
the  country. 

The  test  of  soundness  of  a  currency  formerly  was,  and  prob- 
ably still  is,  whether  or  not  it  is  convertible  into  coin,  having 
everywhere  the  full  monetary  value  assigned  to  it  by  the  Coin- 
age Act.  Specie  was  formerly  the  synonyme  for  money,  when 
money  signified  that  which  had  a  universally  exchangeable 
value  according  to  its  coinage  rating.  Silver  has  had  no  such 
exchangeable  value  at  any  time  since  1873,  and  is  therefore  no 
longer  specie  in  the  old  sense  ^of  that  term.  Silver,  therefore, 
is  ruled  out  of  the  category  of  universal  money  suitable  for 
banking,  and  has  become  reduced  to  merchandise,  and  should 
be  now  valued  as  such. 

When  a  paper  currency  is  furnished  by  banks,  the  rules  of 
safe  banking  require  that  the  banks  should  always  be  able  to 
meet  their  liabilities  in  coin  at  its  recognized  commercial  or 
exchangeable  value ;  and  they  are  not  entirely  safe  and 
sound  unless  they  can  do  this.  Let  us  endeavor  to  see  how 
our  national  banks  would  stand  this  test. 

The  national  bank  notes  outstanding  October,  1890, 

amounted  in  all  to $I79>755>643 

The  total  deposits  of  individuals  October  2,  1890, 

were 1,564,845,275 

Both  notes  and  deposits  amounted  to $1,744,600,918 

The  cash  resources  of  the  banks  at 

the  same  time  consisted  of: 
Gold  coin  or  gold  certificates,    .     .     .     $168,000,000 

Silver  coin, 27,908,000 

Legal 'tender  notes, 80,604,731          276,512,731 
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Reckoning  all  these  cash  assets  at  par  and  as  the  equivalent 
of  coin  at  its  market  value,  they  amount  to  only  one-sixth  of 
the  bank's  demand  liabilities,  or  just  one-half  as  much  as  the 
banks  should  hold  in  specie  or  coin  according  to  well-settled 
rules  of  safe  banking  in  the  absence  of  any  financial  distrust  or 
panic.  If  it  be  true  that  banks  in  ordinary  times  should  always 
have  cash  assets  equal  to  thirty-three  per  cent,  of  their  demand 
liabilities,  and  our  national  banks  now  hold  only  one-half  as 
much,  it  seems  to  follow  that  the  currency  they  furnish 
cannot  be  considered  as  resting  upon  a  specie,  or  coin,  basis  of 
either  gold  or  silver,  and  that  it  is  now  just  twice  as  large  in 
amount  or  quantity  as  it  would  be,  were  it  reduced  to  a  strict 
specie  basis. 

But  this  is  by  no  means  the  worst  feature  of  our  present 
monetary  situation.  When  the  banks  of  the  country  were 
organized  under  State  legislation,  the  only  money  which  they 
were  permitted  to  use  in  meeting  their  liabilities  was  that 
international  or  universal  money  called  specie.  When  they 
could  not  do  this,  they  failed,  and  were  obliged  to  go  into  liqui- 
dation ;  and,  in  order  to  enable  them  to  pay  specie,  they 
deemed  it  necessary  to  be  provided  at  all  times  with  one  dollar 
in  coin  for  every  three  dollars  of  demand  liability,  or  to  con- 
form very  nearly  to  that  ratio.  When  these  State  banks  were 
forced  out  of  existence,  and  compelled  either  to  wind  up  or  to 
become  organized  as  national  banks,  they  were  not  required  by 
law  to  pay  their  liabilities  in  specie  at  all,  but  were  permitted 
to  use  the  paper  money  issued  by  the  Government  called  green- 
backs for  all  purposes.  As  this  paper  money  had  no  intrinsic 
value,  but  was  brought  into  use  and  made  current  by  force  of 
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law  only,  it  could  not  be  used  at  all  in  foreign  trade  or  com- 
merce, and  all  specie  money  thereupon  was  put  at  a  premium, 
and  was  dealt  in  and  used  no  longer  as  money,  but  only  as  mer- 
chandise ;  that  is,  its  use  or  circulation  as  money  entirely 
ceased. 

The  banking  laws  of  the  United  States  Government  do  not 
require  the  banks  to  meet  their  liabilities  in  specie,  but  permit 
them  to  do  this  with  the  legal  tender  or  paper  money  issues  of 
the  Government  itself,  including  not  only  the  old  greenbacks, 
$346,000,000  in  amount,  but  those  already  issued  and  being 
issued  by  it  in  the  purchase  of  silver  bullion  as  provided  by  the 
Silver  Act  of  July  14,  1890,  both  of  which  issues,  as  above 
stated,  amounting  now  to  upwards  of  $400,000,000,  with  a 
prospective  increase  at  the  rate  of  $50,000,000  per  annum. 
The  banks,  therefore,  are  not  now  doing  business  upon  a  coin 
basis  of  any  description,  but  upon  a  basis  of  government  paper 
money,  which,  if  redeemable  at  all  by  the  Government,  is  so 
redeemable  in  other  notes  of  precisely  the  same  kind. 

Suppose,  however,  it  be  true  that  the  banks  of  this  coun- 
try could  now  meet  their  liabilities  in  silver  at  its  coinage 
rating,  it  does  not  follow  that  the  currency  furnished  by  them 
is  not  a  depreciated  one.  A  currency  to  be  sound  must  be 
worth  just  what  it  purports  to  be,  and  silver  coin  is  now 
worth  only  three-fourths  as  much  as  it  professes  to  be.  The 
other  fourth,  or  23  per  cent,  of  the  whole  amount,  consists 
not  of  real  value  of  any  sort,  but  of  such  material  as  the 
legal  tender  legislation  of  Congress  may  impart.  In  other 
words,  our  currency  at  best  is  based  on  coin  only  to  the  ex- 
tent of  three-fourths  its  nominal  amount,  and,  as  to  the  rest, 
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is  based  on  faith  in  the  power  of  Congress  to  turn  silver  into 
gold.  More  briefly,  our  currency,  if  otherwise  perfect,  is  yet 
depreciated  just  23  per  cent,  below  its  nominal  value;  and 
such  a  depreciated  currency  necessarily  implies  that  all  values 
reckoned  in  this  currency  are  reckoned  above  their  actual  gold 
basis  value  in  the  ratio  of  23  to  77,  or  30  per  cent,  higher  than 
a  gold  coin  basis  would  warrant. 

We  therefore  infer,  should  our  banks  ever  return  to  a  strict 
specie  basis  of  gold  coin,  it  would  then  be  found  that  30  per 
cent,  of  the  present  supposed  value  of  most  of  the  articles  of 
trade,  if  not  of  property  generally,  would  disappear,  and  numer- 
ous speculative  bubbles  would  burst  and  much  fancied  wealth 
would  vanish  never  to  return. 

It  is,  we  believe,  generally  accepted  by  political  economists 
as  a  sound  doctrine  that  money  is  needed  for  purposes  of  circu- 
lation only  to  a  certain  extent  as  to  quantity  or  amount,  and 
that,  when  those  limits  are  reached,  any  further  supply  of 
money  becomes  more  deleterious  than  beneficial,  as"  it  tends  to 
raise  prices  at  home  and  to  produce  a  higher  level  or  scale  of 
prices  than  prevails  at  the  same  time  in  foreign  countries,  and 
so  operates  to  diminish  the  exportation  of  native  products  and 
to  increase  the  importation  of  foreign  productions  to  the  preju- 
dice of  the  home  producer. 

For  the  reasons  above  stated  and  others,  we  are  led  to  be- 
lieve that  our  currency,  such  as  it  is,  is  now  greatly  expanded, 
not  only  as  regards  safety,  but  in  comparison  with  the  money 
in  use  or  circulation  in  foreign  countries  at  this  time,  and  that 
consequently  the  prices  of  commodities  in  this  country  are 
likely  to  be,  and  probably  are  now  in  fact,  on  a  higher  scale  or 
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level  than  those  which  prevail  abroad  for  the  same  articles,  by 
reason  of  the  fact  that  production  takes  place  in  this  country  at 
a  higher  rate  or  cost  than  it  does  abroad.  If  so,  the  effect,  of 
course,  must  be  to  give  the  foreign  manufacturer  a  higher 
market  here  for  his  goods  than  he  has  at  home,  and  to  deprive 
the  home  producer  of  the  benefit  of  a  foreign  market  except  at 
an  abatement  from  home  prices.  In  the  long  run,  this  will  lead 
to  an  adverse  balance  of  trade  and  to  the  necessity  of  sending 
abroad  enough  of  the  only  monetary  coin  now  known  in  Europe 
to  liquidate  our  foreign  debts,  thus  leaving  us  in  possession  of 
seventy-seven  per  cent,  silver  money  as  the  only  means  of  re- 
turning to  a  specie  basis  currency,  which  is  tantamount  to  a 
loss  of  about  one-fourth  of  what  our  possessions  would  be  if 
gold  and  silver  money  were  on  a  parity,  as  we  are  told  it  is. 
And  it  may  be  true  that  the  relatively  high  wages  of  labor  now 
prevailing  in  this  country  may  be  accounted  for,  in  part  at 
least,  upon  the  theory  that  the  money  received  in  payment  in 
this  country  is  less  valuable  than  that  used  abroad. 

It  is  stated  upon  good  authority  that  our  currency  or  circu- 
lating medium  (not  including  the  bank  deposits  herein  above 
included  by  us),  when  estimated  per  capita,  is  not  only  larger 
than  it  has  been  at  any  former  period,  but  is  also  larger  in 
amount  per  capita  than  that  of  any  European  State  except 
France,  where  banks  are  not  much  employed,  and  the  people 
are,  for  that  reason  probably,  in  the  habit  of  keeping  in  their 
individual  possession  much  greater  sums  of  money  than  is  cus- 
tomary with  us. 

If  we  make  due  allowance  for  this  difference,  and  consider 
the  deposits  in  the  national  banks  subject  to  check  or  draft  as 
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making  a  part  of  our  currency,  as  it  does  in  fact,  the/^r  capita 
amount  of  money  in  circulation  in  this  country  would  probably 
be  found  to  largely  exceed  that  of  France. 

This  goes  strongly  to  confirm  the  theory  that  we  are  now 
upon  a  greatly  expanded  or  inflated  currency  basis,  and  stand 
in  need  of  contraction,  if  we  desire  either  to  enjoy  a  profitable 
trade  abroad,  or  to  return  to  a  reliable  coin  basis  of  any  kind  at 
home. 

VIII. 

CURRENCY    INFLATION     SPECIALLY    PREJUDICIAL     TO     THE    WEST- 
ERN    FARMER. 

Of  all  the  people  of  this  country  the  Western  farmers  are 
those  most  certain  to  suffer  from  a  superabundant  or  depre- 
ciated currency.  Yet  these  are  the  very  persons  who  most 
desire  such  a  currency. 

These  farmers  raise  crops  for  sale,  and  have  more  than  the 
home  market  alone  will  take.  They  cannot  avail  of  the  foreign 
market  where  prices  are  based  on  a  gold  currency  scale,  without 
submitting  to  these  same  gold  prices,  and  so  they  are  forced  to 
sell  their  entire  crop  at  such  gold  scale  prices  ;  while  everything 
they  buy  and  consume,  is  paid  for  in  the  high  silver  scale  prices 
prevailing  or  soon  likely  to  prevail  in  this  country.  In  that 
same  foreign  market,  with  its  scale  of  low  prices  based  on  gold, 
the  American  farmer  comes  in  competition  with  the  corn  or 
grain  producers  of  other  countries,  in  which  other  countries  a 
lower  scale  of  prices  than  ours  is  likely  to  exist,  so  that  the 
foreign  farmer  can  sell  his  crops  with  gain  or  without  loss,  at  a 
much  lower  rate  than  his  American  competitor;  and  the  Ameri- 
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can  farmer  is  thus  in  ordinary  seasons  (not  this  year)  practically 
deprived  of  the  benefit  of  the  foreign  market,  because  of  the 
scale  of  prices  abroad  being  based  on  a  currency  of  gold. 

But  this  is  not  the  only  disadvantage  resulting  or  likely  to 
result  from  a  depreciated  or  inflated  currency.  The  relatively 
high  prices  prevailing  here  will  then  attract  the  foreign  manu- 
facturer to  send  his  wares  to  this  country  for  sale,  where  he 
can  get  nominally  more  for  them  than  at  home,  with  the  knowl- 
edge on  his  part  that  he  will  be  paid  for  them,  not  in  our  depre- 
ciated currency,  but  in  the  gold  currency  of  foreign  commerce. 
In  this  way,  the  cheap  money  system  will  operate  not  only  to 
shut  our  farmers  out  of  foreign  markets,  but  at  the  same  time 
to  admit  foreign  manufacturers  into  our  home  market,  so  as  to 
enable  them  to  undersell  our  producer  in  his  home  market,  not- 
withstanding the  high  tariff  rates  established  for  the  purpose  of 
shutting  them  out. 

IX. 

OUR  CENTRAL  GOVERNMENT  NOT  VESTED  WITH  GENERAL 
CONTROL  OF  THE  CURRENCY. 

The  financial  effect,  however,  of  our  recent  silver  legislation, 
whether  favorable  or  unfavorable,  is  of  far  less  consequence 
than  is  the  change  which  is  being  wrought  by  it  in  the  char- 
acter of  the  Government  itself.  When  the  Union  was  formed, 
it  was  never  contemplated  that  the  States  were  to  be  merged 
together,  for  the  purpose  of  controlling  or  regulating  as  one 
body,  the  domestic  affairs  of  the  whole  people,  or  of  furnishing 
them  with  a  circulating  medium  by  purchasing,  at  the  expense 
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of  the  people,  of  any  material  whatever  to  be  used  and  circu- 
lated as  money,  and  afterward  taxing  the  people  to  pay  for  it 
No  one  then  doubted  or  denied  that  it  was  left  to  the  separate 
States  to  determine  what  currency  should  be  used  within  their 
respective  boundaries,  subject  to  the  restriction  that  the  States 
should  not  issue  bills  of  credit  to  be  used  as  money  and  should 
not  make  anything  but  gold  and  silver  coin  a  tender  in  payment 
of  debts,  and  that  the  money  coined  should  be  coined  and  its 
value,  as  well  as  the  value  of  foreign  coin,  regulated  by  the 
General  Government.  This  was  the  accepted  doctrine  as  to 
the  currency  relation  of  the  State  to  the  General  Government 
for  the  first  seventy-five  years  of  its  existence,  during  all  which 
time  the  General  Government  never  denied  or  questioned  the 
right  of  the  several  States  to  determine,  each  for  its  own 
people,  with  the  exceptions  above  stated,  all  questions  pertain- 
ing to  the  currency.  Daniel  Webster,  in  a  speech  made  in 
Congress,  April  26,  1816,  said  :  — 

The  only  power  which  the  General  Government  possesses 
of  restraining  the  issues  of  the  State  banks  is  to  refuse  their 
notes  in  the  receipts  of  the  Treasury.  .  .  .  As  to  any  power  of 
compulsion  to  be  exercised  over  the  State  banks,  they  are  not 
subject  to  the  direct  control  of  the  General  Government.  It 
is  for  the  State  authorities  which  created  them  to  decide 
whether  they  have  acted  according  to  their  charters,  and,  if  not, 
what  shall  be  the  remedy  for  their  irregularities.  .  .  .  The  great 
object  is  to  settle  the  question  that  our  legal  currency  is  to  be 
preserved,  and  that  we  are  not  about  to  embark  on  the  ocean 
of  paper  money ; 

meaning  by  paper  money  that  which  is  not  redeemable  in  coin 
as  distinct  from  the  legal  currency  of  the  country,  which  was 
then  coin  itself. 


42 

These  same  views  were  held  by  both  political  parties,  and 
were  not  controverted  by  any  courts  or  judges  anywhere,  so 
far  as  we  know,  until  after  the  State  banks  had  been  driven 
out  of  existence  by  the  legislation  of  Congress  in  1863-64,  nor 
until  the  General  Government  had  itself  made  the  paper  money 
issues  of  national  banks  redeemable  in  its  own  Treasury  notes, 
and  had  thus  practically  relieved  these  banks  of  the  necessity 
of  providing  for  or  redeeming  their  own  notes  in  coin  of  any 
description  whatever.  Hence  it  appears  to  us  that  the  country 
is  already  sailing  upon  "the  ocean  of  paper  money"  described 
by  Mr.  Webster. 

It  was  not  till  1878  that  the  General  Government  started  to 
provide  at  its  own  cost  the  money  with  which  the  people  might 
carry  on  their  business  transactions,  and  made  such  provision 
with  that  intent  or  purpose.  The  regular  monthly  purchases 
of  silver  bullion  for  coinage  was  then  first  inaugurated  by  the 
Government  as  within  its  legitimate  province.  After  it  had 
expended  in  that  way  $350,000,000,  the  cry  was  raised  for  a 
still  larger  yearly  outlay,  and  in  1890  an  expenditure  of  more 
than  twice  the  former  amount  was  voted  for  the  future  ;  and 
this  enlarged  expenditure  is  now  going  on,  and  payment  is 
being  made  "after  the  manner  of  Micawber "  by  giving  gov- 
ernment notes,  or  putting  out  new  bills  of  credit,  to  be  kept 
afloat  perpetually  like  the  greenbacks,  by  their  reissue,  when- 
ever they  come  into  possession  of  the  government. 

The  old  greenbacks  and  new  silver  notes,  together  with  the 
silver  dollars  coined  and  stowed  away  at  Washington,  amount 
in  all,  at  the  present  time,  to  about  $750,000,000,  and  are 
increasing  rapidly.  The  people  will  soon  have  $800,000,000  of 
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this  government  paper  of  various  descriptions,  all  labelled 
"money,"  and  purporting  to  be  money  of  the  same  value  as 
money  composed  of  gold  coin  of  like  nominal  amount. 

President  Harrison,  in  his  speech  at  Albany  on  the  i8th 
of  August  last,  was  pleased,  in  congratulating  the  country  upon 
this  happy  state  of  things,  to  say :  — 

The  General  Government  is  charged  with  certain  functions 
in  which  the  people  have  a  general  interest.  Among  these  is 
the  duty  of  providing  for  our  people  the  money  with  which  its 
business  transactions  are  conducted.  ...  I  do  not  intend  to 
enter  upon  any  subject  that  can  excite  discussion  ;  but  I  do 
believe  that  the  General  Government  is  solemnly  charged  with 
the  duty  of  seeing  that  the  money  issued  by  it  is  always  and 
everywhere  maintained  at  par. 

Here  we  have  a  declaration  by  the  President  that  it  is  one  of 
the  functions,  as  well  as  one  of  the  duties,  of  the  General  Gov- 
ernment to  provide  the  people  with  the  money  necessary  to  be 
used  by  them  in  the  conduct  of  their  business  affairs,  mean- 
ing by  the  term  "  money,"  as  we  suppose,  a  suitable  circulating 
medium  of  some  kind  sufficient  in  amount  or  quantity  to  meet 
all  the  wants  and  requirements  of  the  people. 

If  this  be  so,  then  the  Greenback  Party  of  old  was,  and  the 
Farmers'  Alliance  Party  of  to-day  is,  entirely  correct  in  its 
political  notions  about  the  rights  and  duties  of  the  General 
Government  respecting  the  currency ;  and  there  is  no  limit  to 
the  expenditure  and  debt  which  the  General  Government  may 
and  ought  to  incur  to  satisfy  their  wants.  If  they  should  want 
a  currency  based  on  wheat,  as  has  been  suggested,  they  would 
seem  to  be  entitled  to  it. 

Is  it  necessary  to  go  further  than  this,  in  order  to  show  the 
inaccuracy,  if  not  absurdity,  of  this  statement  ? 
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On  the  same  occasion  the  President  further  said, — 


I  believe  that  I  speak  that  which  is  the  common  thought 
of  us  all  when  I  say  that  every  dollar,  whether  paper  or  coin, 
issued  or  stamped  by  the  General  Government,  should  always 
and  everywhere  be  as  good  as  any  other  dollar. 


How  unfortunate  it  is  for  us  that  the  President  did  not  en- 
tertain these  same  views  when  the  silver  bill  of  July  14,  1890, 
was  enacted  by  Congress  and  presented  for  approval  by  him, 
which  approval  he  gave!  By  that  Act  the  new  Treasury  notes 
authorized  to  be  issued  for  the  purchase  of  silver  bullion  and 
made  legal  tender  for  all  purposes,  and  also  made  available  to 
the  banks  as  a  reserve  fund,  are  themselves  made  payable  or 
redeemable  in  this  same  silver  coin.  Had  the  President  under- 
gone a  change  of  heart  in  the  mean  time,  or  did  he,  in  1890, 
suppose  that  the  silver  bullion  which  the  Government  was 
then  buying  at  (perhaps)  100  cents  an  ounce,  and  manufactur- 
ing into  dollars  rated  at  129  cents  an  ounce,  would  by  this 
little  trick  be  made  worth  129  cents  an  ounce,  and  thus  put 
upon  a  so-called  parity  with  the  gold  dollar  ? 

The  misfortune  of  our  situation  is  that,  under  the  decisions 
of  the  Supreme  Court  as  they  now  stand,  the  General  Govern- 
ment is  lawfully  authorized  to  issue,  and  is  now  engaged  in 
issuing,  an  inconvertible  paper  money  currency  without  limit  of 
amount,  either  based  upon  silver  at  a  valuation  entirely  arbi- 
trary, or  else  without  any  basis  or  security  whatever  except  the 
good  faith  of  the  Government  itself. 

If  the  General  Government  is  charged  with  "the  duty  of 
providing  for  our  people  the  money  with  which  its  business 
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transactions  are  conducted,"  it  may  of  course  perform  that 
duty  in  whatever  manner  Congress  may  see  fit  in  its  discretion 
to  determine.  It  may  issue  money  of  such  quality  and  in  such 
quantity  as  it  may  deem  advisable,  and  may  tax  the  whole 
country  for  that  purpose  in  order  to  comply  with  the  demands 
of  one  class  of  producers  or  of  several  classes  of  producers.  It 
may  furnish  a  market  for  a  part  or  the  whole  of  the  silver  bul- 
lion or  of  the  corn  or  wheat  raised  in  the  country,  or  either  or 
all  of  them.  If  such  legislation  by  the  General  Government  be 
competent  and  in  the  line  of  its  duty,  and  is  pursued,  there  can 
be  but  one  result ;  and  that  result  is  foreshadowed  in  the  finan- 
cial collapse  which  the  Argentine  Republic  has  lately  expe- 
rienced, while  pursuing  the  same  monetary  policy. 

It  is  now  thirteen  and  a  half  years  since  the  United  States 
Government  adopted  this  policy  of  purchasing  silver  bullion  on 
its  own  account  at  the  market  price  and  issuing  it  as  lawful 
money  at  a  much  higher  rate  or  valuation,  and  making  it  legal 
tender  or  "money"  for  all  purposes  at  that  higher  rate.  Nearly 
$400,000,000  of  this  coin  was  produced,  but  only  a  small  por- 
tion could  be  put  in  circulation.  To  overcome  this  difficulty, 
the  Government  has  now  issued  silver  certificates,  so  called, 
to  represent  this  huge  pile  of  silver  coin,  and  has  succeeded 
in  putting  these  certificates  in  circulation  as  money ;  and  these 
certificates,  together  with  the  Treasury  notes  issued  in  pur- 
chasing silver  bullion  under  the  Act  of  July  14,  1890,  and  the 
greenbacks,  amount  in  all  in  round  numbers  to  $800,000,000, 
consisting  of  government  paper  money  or  promises,  all  redeem- 
able in  this  debased  silver  coin,  or  silver  notes  representing 
it  at  a  nominal  value  now  23  cents  above  its  commercial  or 
market  value. 
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This  $800,000,000  is  the  government  contribution  to  the 
paper  money  currency  of  the  country. 

According  to  the  report  of  the  Comptroller,  there  were  in 
October,  1890,  national  bank  notes  outstanding  to  the  amount 
of  $179,755,643,  and  the  circulating  paper  money  of  both  the 
Government  and  the  banks  amounted  in  round  numbers  to 
$980,000,000.  The  amount  of  money  of  all  kinds  in  circulation 
in  the  country  in  1890,  as  appears  from  a  pamphlet  recently 
issued  by  the  Treasury  Department,  was  $1,429,251,270.  If  we 
deduct  from  this  the  money  consisting  of  paper  and  silver,  it 
appears  that  the  gold  coin  then  in  circulation  was  $450,000,000. 
If  from  this  $450,000,000  we  deduct  the  gold  reserve  of  $100,- 
000,000  held  by  the  Treasury  Department  itself  as  a  reserve, 
and  the  $168,000,000  of  gold  coin  and  certificates  held  by  the 
banks  as  part  of  their  reserve,  it  appears  that  only  $182,000,000 
of  gold  coin  were  in  the  possession  of  the  people  or  in  actual 
circulation  at  that  time. 

Supposing  this  $182,000,000  of  gold  coin  to  be  in  actual  use 
or  circulation  as  money,  we  would  then  (in  1890)  have  money 
in  circulation  of  all  kinds  amounting  to  $1,162,000,000  only, 
$182,000,000  of  which  was  in  gold  coin  or  certificates,  or  15! 
per  cent,  of  gold  and  84^  per  cent,  of  silver  money,  or  of  paper 
money  convertible  into  silver  worth  77  per  cent,  of  its  nominal 
value. 

Under  these  circumstances,  we  are  being  daily  informed  by 
the  leading  politicians  of  both  parties  that  the  currency  of  the 
country  is  still  on  a  gold  basis,  and  can  be  kept  so,  if  only  the 
Republican  administration  be  kept  in  power. 

This  may  be  very  judicious  talk  for  political  purposes,  but  it 
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can  have  no  weight  whatever  with  those  who  wish  to  know  the 
truth  and  to  be  governed  by  it. 

It  is  an  axiom  in  political  economy,  as  well  settled  in  that 
science  as  the  law  of  gravitation  in  natural  science,  that  when- 
ever in  any  country  two  legal  moneys  or  two  kinds  of  legal 
money  are  in  circulation,  one  of  which  is  of  a  higher  grade  or 
value  than  the  other,  the  one  of  higher  grade  is  always  driven 
out  by  the  lower  one,  and  made  to  disappear. 

This  discover}'  was  made  by  one  Gresham,  an  English  mer- 
chant of  the  time  of  Queen  Elizabeth,  and  is  known  as 
Gresham's  Law,  and  has  been  universally  accepted  as  correct 
ever  since. 

If  there  is  any  truth  in  Economic  Law,  so  called,  it  is  idle 
for  any  one  to  pretend  that  our  currency  is  now  on  a  gold  basis 
or  ever  will  be  so,  as  long  as  the  present  monetary  condition  is 
continued.  It  therefore  matters  very  little  to  us  whether  the 
future  purchase  of  silver  fo'r  coinage  is  limited,  as  now,  to 
4,500,000  ounces  per  month  or  that  limit  be  removed.  In 
one  case,  the  quantity  of  silver  liable  to  be  coined  is  somewhat 
less  than  in  the  other,  but  the  quality  or  value  of  the  money 
produced  would  remain  the  same ;  and  it  is  this  debasement  of 
the  currency  that  causes  the  entire  mischief.  So  long  as  the 
base  coin  or  currency  now  exists  to  the  amount  of  five-sixths 
of  the  entire  currency,  and  is  in  law  just  as  good  in  quality  as 
the  other  sixth  part,  no  sensible  person  can  fail  to  see  that  we 
have  no  sound  currency  at  all,  and  never  can  have  until  a 
radical  change  shall  have  been  made. 

Perhaps  those  who  assert  the  contrary,  and  say,  "All  is 
well,"  if  we  go  no  further  in  debasing  our  coin,  labor  under 
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the  impression  that  the  circulating  medium  is  smaller  in  quan- 
tity or  amount  than  is  needed  and  required  for  business  pur- 
poses, and  therefore  that  no  harm  will  occur  and  no  difference 
be  perceived  by  the  people  between  these  two  kinds  of  money, 
one  of  which  is  worth  one  hundred  cents  to  the  dollar,  while 
the  other  is  worth  only  seventy-seven  cents. 

Such  persons  must  not  suppose  others  to  be  equally  foolish 
with  themselves  in  this  matter. 

The  merchants  and  business  men  are  able  to  see  and  judge 
for  themselves,  and  will  do  so;  and  they  will  not  easily  be 
made  to  believe,  when  this  country  in  1890  had  a  circulating 
medium  (according  to  a  recent  Treasury  report)  of  $1,429,251,- 
270,  and  besides  this  had  in  the  form  of  bank  deposits  by  indi- 
viduals the  further  sum  of  $1,564,845,275,  liable  to  be  used  as 
money  as  freely  as  bank  notes  themselves,  both  amounting 
in  all  in  round  numbers  to  $3,000,000,000,  that  our  currency 
is  deficient  in  quantity.  On  the-  contrary,  whoever  will  in- 
vestigate this  subject  will  probably  be  led  to  the  conclusion 
that  the  country  is  now  suffering  from  a  plethora  of  paper 
money,  worth  only  seventy-seven  cents  to  the  dollar ;  that 
we  are  going  from  bad  to  worse  in  that  respect  every 
day ;  and  that  politics  and  speculation  are  at  the  bottom 
of  it  all. 

There  are  only  two  modes  of  escape  from  this  unfortunate 
dilemma.  One  is  to  reverse  the  policy  pursued  by  us  for  the 
last  thirteen  years,  and  undo,  as  far  as  possible,  the  mischief 
already  done :  the  other  is  to  continue  in  the  same  policy  until 
we  shall  learn  from  experience  what  we  refuse  to  learn  in  any 
other  way, —  that  bubbles  of  this  description  are  sure  to  burst. 
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X. 

GOVERNMENT     NOT     WARRANTED     IN    PURCHASING    BULLION    FOR 
COINAGE    ON    ITS   OWN    ACCOUNT    AND    PROFIT. 

In  the  preceding  part  of  this  paper  we  have  endeavored  to 
show,  among  other  things,  while  it  was  entirely  competent  for 
the  General  Government  to  perform  the  mechanical  operation 
of  coinage  upon  all  metal  or  bullion  brought  to  it  for  that  pur- 
pose, and  to  determine  the  value  of  the  coin  struck  by  it,  or, 
in  the  language  of  the  Constitution,  to  "regulate"  that  value 
as  well  as  the  value  of  foreign  coin  (the  only  coin  in  circula- 
tion in  the  country  at  and  before  the  formation  of  the  Union 
and  for  many  years  afterward),  that  this  was  the  extent  to 
which  the  General  Government  was  authorized  by  the  Constitu- 
tion to  go  in  regard  to  monetary  matters,  and  that  it  belonged 
to  the  State  governments,  and  to  them  alone,  except  so  far  as 
limited  by  the  United  States  Constitution,  to  legislate  in 
regard  to  the  contract  or  monetary  relations  of  their  respective 
citizens  with  each  other.  If  we  are  correct  in  this  position, 
then  the  power  of  the  General  Government  over  and  in  regard 
to  money  began  and  ended  with  the  manufacture  of  the  metals 
into  coin  and  its  valuation  as  money.  Nothing  more  than  this 
was  necessary  to  be  done  to  make  it  into  money ;  and,  when 
it  was  made  into  coin,  and  thus  became  money,  it  also  became 
the  medium,  and"  only  medium,  for  the  discharge  of  debts  or 
contracts  payable  in  money,  by  reason  of  the  fact  that  the 
States  themselves  had  been  forbidden  to  make  anything  but 
gold  and  silver  "legal  tender"  which  term,  "legal  tender,"  is 
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a  mere  synonyme  for  lawful  money  ;  and  the  bullion,  when  made 
coin  by  the  government,  ipso  facto,  became  money  and  lawful 
money,  and  nothing  more  was  necessary  to  make  it  legal 
tender.  It  is  true  that  our  first  Coinage  Act  of  1792,  after 
determining  the  character  and  value  of  the  coin  to  be  made, 
also  provided  that  such  coin  should  be  "legal  tender,"  etc. 
But  this  was  what  lawyers  call  surplusage,  and  added  no  faculty 
to  the  coin  which  it  would  not  otherwise  have  possessed, 
except  perhaps  to  establish  it  as  a  measure  or  standard  for  the 
computation  of  the  value  of  other  articles.  It  gained  no  cur- 
rency or  value  as  money  from  being  declared  to  be  legal 
tender,  since  it  became  legal  tender  by  virtue  of  becoming 
money,  as  above  stated.  The  legal  tender  clause  of  the  Coin- 
age Act  was,  as  we  suppose,  nothing  more  in  law  than  confer- 
ring the  name  "money"  upon  the  coin  made  in  accordance 
with  the  Act  and  a  denial  of  that  name  to  any  other  kind  of 
coin.  The  Government  exhausts  its  coinage  power  when  it 
makes  the  coin,  fixes  its  value,  and  labels  it  money.  If  it  has 
the  power  to  manufacture  paper  into  money,  and  pronounce  it 
"legal  tender,"  it  must  derive  this  power  from  some  other 
grant  than  that  contained  in  the  coinage  clause. 

By  the  Coinage  Act  of  1878,  after  silver  had  been  wholly 
demonetized  for  five  years  (except  for  fractional  currency  in 
sums  below  $5),  the  Government  determined  to  assume  and 
exercise  the  power  of  purchasing  or  providing  at  its  own  cost 
the  metal  to  be  made  into  silver  dollars  at  the  rate  of  at  least 
2,000,000  ounces  per  month.  This  had  never  been  done 
before,  except  to  obtain  fractional  currency  when  the  market 
value  of  silver  was  above  its  coinage  rating,  and  so  could  be 
got  in  no  other  way. 


ACT    OF    FEB.    21,   1853. 

Bv  this  measure,  a  new  question  of  constitutional  power  is 
raised,  as  well  as  one  in  regard  to  the  policy  of  which  the  two 
political  parties  are  said  to  be  at  variance. 

The  two  parties  are  supposed  to  be  entirely  agreed  as  to  the 
propriety  and  expediency  of  trying  to  make  seventy-seven 
cents  worth  of  silver  pass  for  one  hundred  cents  by  putting  the 
one  hundred  cent  government  label  on  it,  and  forcing  the  citi- 
zen to  accept  it  as  one  hundred  cents.  This  political  morality 
is  good  enough  for  both  parties.  But  the  difference  between 
them  is  whether  the  practice  of  this  government  fraud  shall 
be  restricted  at  the  present  time  to  4,500,000  ounces  of  silver 
bullion  per  month,  or  shall  be  allowed  to  extend  to  whatever 

silver  bullion    might  be  brought   to  the   mint   by  the    native 

• 
American  producer  or  owner  of  that  article.     It  is  a  difference 

of  the  same  kind  as  that  in  law  between  petty  larceny  and 
grand  larceny,  depending  on  the  extent  of  the  steal.  If  the 
coinage  were  not  limited  in  amount,  but  made  "free,"  the 
quantity  coined  yearly  might  amount  to  ten  or  twelve  million 
of  ounces  more  than  is  now  purchased.  The  limited  coinage 
party  say  the  silver  dollars  are  now  just  as  good  as  the  gold 
dollars,  and  they  intend  to  keep  them  so  by  legal  compulsion, 
but  that  this  process  will  probably  fail  if  any  attempt  is  made 
to  force  upon  the  people  more  than  4,500,000  ounces  per 
month. 

The  "free  coinage"  party  replies  by  saying  that  it  is  or 
until  1878  was  the  right  of  the  citizen  to  take  his  bullion  to 
the  mint  and  have  it  coined  for  him  by  the  Government  and 
returned  to  him  ;  that  the  Government  itself  has  now  gone 
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into  the  business  of  buying  up  silver  bullion  at  market  rates 
and  coining  it,  and  taking  to  itself  a  large  profit  from  the 
operation  out  of  the  citizen  ;  that  it  should  not  do  this,  even 
if  it  had  a  right  so  to  do,  as  is  denied.  The  Government 
admits  it  is  buying  the  bullion  at  one  price  and  forcing 
it  upon  the  people  at  another  and  reckoning  a  large  profit 
monthly  in  so  doing,  but  at  the  same  time  through  its  Presi- 
dent tells  the  people  (Albany  speech  of  August  18)  that  these 
new  dollars,  from  the  manufacture  of  which  it  is  realizing  a 
profit  of  twenty-three  cents  to  the  dollar,  are  just*exactly  as 
good  as  the  gold  dollar,  and  can  and  will  be  kept  so  by  the 
Government  so  long  as  it  is  not  required  to  debase  more  than 
4,500,000  ounces  of  silver  bullion  per  month. 

These  petty  differences  between  the  politicians  dwindle  into 
insignificance  in  comparison  with  the  other  question,  whether 
it  is  true  or  not,  as  President  Harrison  has  proclaimed,  that  it 
is  both  the  province  and  the  duty  of  the  General  Government 
to  provide  the  people  with  a  suitable  money  or  currency  for 
the  transaction  of  their  business.  This  is  a  novel  doctrine,  as 
it  seems  to  us,  and  is  very  important,  if  true. 

We  do  not  see,  if  it  be  adopted  and  acted  upon,  and  if  the 
people  are  taxed  to  provide  this  currency,  as-  they  must  be,  why 
it  may  not  be  consistently  claimed  by  them  that  the  money 
thus  obtained  by  taxation  of  them  should  not  be  divided  among 
them  as  their  own  property;  and  thus  the  dream  of  the  socialist 
and  the  Nationalist  and  the  advocate  of  a  paternal  govern- 
ment may  be  realized  to  the  fullest  extent  under  this  United 
States  Constitution,  intended  merely  as  a  delegation  of  limited 
powers  from  those  already  living  under  State  governments. 
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